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Dear Mr Utzschneider

We are responding to your letter dated May 29 2009 to the Division of

Corporation Finance and the Division of Investment Management with regard to your

request for temporary no-action relief Our response is attached to the enclosed

photocopy of your letter to avoid having to recite or summarize the facts presented in

your letter Capitalized terms in this letter have the same meaning as in your letter

You-have asked the Division of CorpratiDn Finance for no-action relief during

the applicable Relief Period for each of the Morgan Stanley Parties the Citigroup Parties

and MSSB with respect to the reporting requirements under Sections 13d 13g and

16a of the Exchange Act Based on the facts and representations in your letter but

without necessarily concurring in your analysis the Division on behalf of the Office of

Chief Counsel and the Office of Mergers and Acquisitions will not recommend

enforcement action to the Commission with respect to Section 13d Section 13g and

Section 16a reporting if from Legal Day One through the applicable Relief Period

The Morgan Stanley Parties aggregate and report the securities they

beneficially own outside MSSB with the securities that they would be deemed

to beneficially own within the MS Channel with footnote disclosure reporting

the portion of the holdings attributable to MSSB and exclude from their

reports the securities that they would be deemed to beneficially own within

the SB Channel

The Citigroup Parties aggregate and report the securities they beneficially own

outside MSSB with the securities that they would be deemed to beneficially

own within the SB Channel with footnote disclosure reporting the portion of



securities that they would be deemed to beneficially own within the MS

Channel and

MSSB does not separately report the securities that it beneficially owns

In reaching these positions we note particularly your representations regarding

the monitoring and reporting challenges presented by the current information technology

systems of the MS Channel and of the SB Channel the scope and scale of the task of

integrating these systems and the time needed to complete the integration your

representation that Morgan Stanley Citigroup and MSSB will maintain information

barriers to protect their respective customers trading information and your

representation that the MS Channel and the SB Channel have their own separate

processes for making investment and voting decisions which will remain in place

through the applicable Relief Periods These factors minimize concerns regarding the

sharing of information and coordinated investment and voting decisions between the MS
Channel and the SB Channel

You have asked the Division of Investment Management for temporary no-action

relief with respect to the reporting requirements under Section 13f of the Exchange Act

and under Exchange Act Rule lOa-3T Based on the facts and representations in your

letter but without necessarily concurring with your analysis the Division of Investment

Management will not recommend enforcement action to the Commission under Section

13f of the Exchange Act and Rule lOa-3T under the Exchange Act against the Morgan

Stanley Parties the Citigroup Parties or MSSB if each of the Morgan Stanley Parties the

Citigroup Parties and MSSB submit Form 3F reports and Form SH reports respectively

in the manner set forth in your May 29 2009 letter

We have considered your request for confidential treatmerit of your letter and our

response We have determined that the request is reasonable and appropriate under 17

CFR 200.8 1b Accordingly your letter and our response will not be made public until

the earlier of1 the Closing Date and 120 days after the date of our response

The foregoing no-action relief is based on the representations made to the

Divisions in your letter Any different facts or conditions might require the Divisions to

reach different conclusions This response expresses the Divisions positions on

enforcement action only and does not express any legal conclusion on the questions

presented

Sincerely

Thomas Kim Osterman

Chief Counsel and Associate Director Associate Director

Division of Corporation Finance Division of Investment Management

The relief granted in this letter relates only to the Morgan Stanley Parties the Citigroup

Parties and MSSB
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This
lettercontains.ccrWi.nr1uestsirtempory.re1iefonbehaifofiMorgan

Stanley Smith l3ariiey LLC M3 and its two Itwiate parents Morgan StanleygIand together tth it afiThates othet than ioldings as defmed

belowft MSSB nd other ditect and indirect subsidianes of floldrngjs the Mg
tan1ev Parties and Citigroup Inc Vitiwp and together with its affilu4es other

than HodfrigsMSSB andother 4irtand indirect stibsidiariº ofioldings the

Qiigrin.fi Specifically the purpose of this letter Is to request that the Staff

the Staff of the Divston of Corporation Finance and the Division of Investment

Management of the Securities ad Exchange Coinirnsstori the Commission or theEQco flrthihat thwouId not droltheCommission bath take

enforcement action agatast MSSB the Morgan Stanley Parties or the Cittgroup Parties

unSeeion L3and Section fthe.SecpritiŁs12xchangeAct.of 1934 The ii

As diussed further below the businesses being contrthuted to the joint ventures wili

inclüdecertÆi non-U.S affiliates which wilibe separatesobsktiarlesof UldiflgsIaS

difined below For purposes of thi discussion MSSB u1i indüdc Holdings and such

affiliates notwithstanding.the fact that such atThiates.technically.wifl.be separate

suhsICs ofHoldings

andCitgroup 00t
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end Rule tOa-3T rcunder If MSSB tha Morgan StanleyPatià asidlbe

Citigroup Parties temporarily P0rt P0Siti0fl$0n.thahaSiS described below

Ig provide you wiih neessary background Part of this letter provides

summary of the parties respective reporting obligations arnL the rehef requesttd Part it

proVides an overview of The tbnnation and structure of MSSI3 Part 111 provIdes

dvicusion of the management and situctute of MSSB epeeted to be in place on the

closing of the transavtion Part IV provides temporary propaal for monitoring and

reporting imder Sectioiv 13 aid 16 and on Form SH assuming the requested relief front

the taff is granted and ummarizcs the intentions for such monitoring and reporting

after the period for requesterl reheihas passed Part provides arathnalu for the

iqestedfelief

OvwofReiujród.Reportingand Requested Relief

bqwred Reporturg4s of Legal Day One AbwuRdtef

As discusted more IWly in this letter Morgan Sianleyand Citigroup will initially

indirectly wn 1% and 49% respectively of MSSB and each will have certain board

representation uul other rights As result each of Morgan Stanley and Citigroup

believes that under Section 13 and Section 16 as of Legal tay One defined below
and absent relief it would be required to either aggregate securities beneficiaRy owned by

it with seunties beneficuWy owned by alt of MSSL3 or to implement appropriate

intbrmatioti barriers tcutIow it to disaggregate from MSSB for these purpotes in
accordance with the SECs thsaggregation guidance in itS Release No 34-39S January

12 1998 including the nse of information barriers the Disaggregatron Guidance
Absent relief cn Legal Day One MSB would be required to separately ortthe

securiics rtbeneticitllyowns2 Ao on Legal DayOaeab htt1rieaeho
Morgaii Sta1ey Crngroupi and MSSB would be required to report oti Forns 13P and $11

We note thitin many instances whcre.MSSI3 nuty
have reportingrequircmentitmiy

report jointly ithOnC or more of its. parents

3Eaeh of Morgan Stanley and Citigroup currently tIles one Form 13F and one Form SEt

report for all of itsafffliated entities

QrndinzIai ainntRequcsIad by MSS13MÆran SiaiJcy wdCitigrip o3
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posi with respe ttesecudt has iivesti it 4jróii
or in which it has reportable abort posiuon or engages rn reportable short transaction

or Morgan Stanley would be required to aggregate and report secuutie erwlucb it

baa iilvestment 4iscreuori or in which it has
ieportable short position or etgages Ut

reportable short saoon with all securities over which MSSB has investment

diseretion or in which thaa reportable short position or engages in reportable short

transai..tron and Cnigmup would report separately only the sectirittes over which it has

rnveitmcnt discretion or in which it has reportable short
position or engages in

repprtable short transaction

13 Requested Relief- Legal Day One Throughthe Applicithk Relief Period

a.r defined beoii

The parties request relief such that with
respect to the Morgan Stanley latties

and die Citigrmp Parties until the earlier of the date on whu.h Morgan Stanley or

Citigeoup as the case may be can disaggregate its ptsitioit motntorrn or rcportntg from
or aggregate its sthOn inointoring and reporting witl MSSB in each easecontent

with the reporting method described in Part below or September 30 2009 and
with respect to MSSI3 utit the earlierof1 the date on which each at Morgan Stanley

and Citigroup can disaggregate its position monitoring and
reporting from MSSB or

Septembcr30 2009 in each case such period is referred to as the apphcabk Relief

Period for such party for pujp ófSedion 13 and Seotiöæ.T6 pQrthig

The Morgan Stanley utsiU aggregate and report the seirthehey

beneficially own utsnM$SB with the securities tbatthey woukthe deenicifto

beneficially own within the MS Channel defined bØtow and Utay exclude

the securities that they wguld bedecmed to beneficially ovn within the 813

Channel as defined below
The Citigroup Parties will aggregate and

report theaceurnies they beneficially

own outside MSSI3 with the securities that they would be deemed to beneficially

own within the SB Channàl and may exclude the securities that they would be

deemed to beneficiat1 own within die MS Channel and

.MSSI3 will
not..separa teiyrepqrtsecurities beneficlety owned..hy it

The parties also request relief under whtch until the end of the applicable Eclief Period

for pnrposesof Forms TiP and St4

The Morgan Stanley Parties will include the securities over which they hive
investment discretion or in bich they have reportabtesbort poaltton or engage

in reportable short sale with the securitte over whieb the MS Channel has

investment discretion or inwhich it has reportable short position or engages in

reportable short sale and may exclude the securities over i4ikh the SR

UP crrimtlni iissii 1aSJ dCing
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Chan1e1 has investment discretion or in which it has reportable short potion
or eigages in reportable short sale

TheC1tigroup.Partis will include.thc securities over whiehlthey have

invetment discretion or in which they ha reportable short positkn Or engage
in a.reportable..short.sale with the see tiesoycrwkjhthe Channel has

investment discretion orm which it has reportable short position Or engages in

reportable short sale and may exclude the securities over hieh the MS
Channel has investment discretion or in hich it has reportable thert position

or etages in reportithie short sale and

MSSifl mäj ioticefilings tq mdicatethat secunties over hibh it has

iwestnient discretion arm wimeh it baa reportable shartp irttæengages In

fŁpttable he$ sale included in reports by the Morgan Siuttey Mescand

QpPatheS

During theCigroup PartieS eIif Pc ffiscOritjs held by the.l3

ChaneI will be rcpoitd by th Citigroup artzes During such lehef Period the

Citigroup Parties will mludv legend on their Form l3F reports and Form SF reporxsto

indicate that such
reports include securities held by the 513 Channel During the

Citigroup Parties Post-Relief Period as defined below the Citigroup Parties will not

report for either the SB CIUIIUteI orMSSB

During the Morgan Stanley Parties RehefPeriod the seeuris held the MS
Channel will be reported by the Morgan Stanley Partlea During scRel Period the

Morgan Stanley Pattleswill include legend on their Form 3F reportaand FormSft

reports to mdicate that such reports incLude securities held by the MS Channel

During the Morgan Stanley Parties Post-Relief Period the securities held by
MSSB may bereported by theMorgan Stanley Parties in which case the Morgan Stanley

Parties will include legend on their Form 13F
reports and Form SF reports to indicate

that such reports include securities held by MSSB Under such urcumstances MSB
will subnut noticereports to state that MSSBs reportable secur1tie are included on thç

Morgan Stanley Parties torm i3lponsand FOrm SF
reports aajplicahle

Abernatwely duthig the Morgan Stanley Partme Post-Relief Perad3 the secutitles held

byMSSB may bereportedbyM$S13

flierefore nolater than October 12009 the Citigmup Parties will not report

on either Form 13For Form SF1 se ritieover whith MSSB has iCvestment

LonIidniial rratniin Requotcb MSI3 McMg Sl4inkV adCiiroup
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discretion and either the Morgan Stanley Parties or MSSB will report on Form 13F

and Form SI all secwthts over which MSSt3 has investment discretion4 It is anticipated

that MSSB will be included as an othçr included manager on the Morgan Stanley ParUes

lorm 13F holdings rtpoits and Porm SI entries reports and MSSB will continue to

make notice filings with repeci to both Form 13F and Fomi SH at some point dttnng
calendar 20 It

Followwg t/r RthfPerods

FoIlowing the applicable partya Relief Period with such period itref to the

applicable party referred to as theQgfbr purposes of cqtion 13 and

Section 16 reporting

The Mofgan Stanley Parties will either aggregate the securities thee

bnefieiafty own outside MSSI3 with alt securities beneficially owned by MS$R
or impleinent appropriate rnfortnatin barriers to itilow them to disaggregate

from MSSI3 for these purposes in accordance with the Disaggregation Gwdance1
The Citigroup Parties will implement appropriate nilbrmaton barriers to allow

thete to dtsagreate from MSSB inaccordance with the Dsaggregtion
Otndance and accord1ngLy will report only those securitieS They beeffly
own outside MSSB and

Whete re4tnred MSSR will separately report the securities it beneficially owns
either in stand-alone filing orajOmt filing with the Morgan Stanky Parties

püruant.to.Rnte

With .espncttoJkirtnS13F and SHeitber

Lhe Morgan Stanley Parties the Citigroup Parties and MSSI3 will separately

report the securtt1e Over which they respectively have investment discretion or

has reportable shoit
poSItion or engage in reportable short salc or

4The parties recognize that Forr SR was adopted pursuant to tunporary rule et to

expire on August 2009 and expect to follow similar approach with respect to any

successor rule and/or form

Morgan Stanley currently expects to disaggregate from MSSI3 but the timing for such

disaggre tibnistmcertain

ii
Cóniidmtia1 by.MS lMeqi St anacuplO5
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The Moigan Stanley Parties wilt include in then reportsthesecuraies over which

theybae investmetitseretion or in which thiy have reportable short position

or engage uta reportable
shott sale and all securities ovet which MSSB has

mvestment discretion or in which it has reportable shrt position or engages in

reportable short sale ant will include legend on the fion page of such report

ioindicate thavinfomatlo ti gathirtgMSSI3 .isinciudedwthirO and the

Citigroup Parties will report scpatately only the securities over which they have

investment discretion or in winch they have reportable short
position or engage

in reportable short sale

In the case of the second of the two options abpve MSSI3 will make notice

filings to indicate that securities over which it has Investment discretion or in

which it has reportable shrtpintin or engages in reportable short sale are

included in epótt.b.th Morgan StanleyPartiŁs

During the parties applicable Itelief eridand PotRelief Periods the securities held

by the SB.Channet aix the MSTChannel itI.tll..ttm .tjt to .1 reporting

obligation by at least one of the Morgan Stanley Fathes The Citigroup Parties and MSSII

TI Descrtion of MSSB and the Transaction Ceatin MSSB

MSSB is Delaare limited liability company formed on tebnia1Ty 22009 All

membership interests in MSSB are owned by Morgan Stanley Smith Barney Holdings

LI Delaware muted liability company Uçjjug

Holdings and MSSB were fotied pursuant to knit Vuture Contribution

Fonniwon Agreement dated of January 13 2O0 the ge1 by

and between Cutigroup lnd Morgan Stanley Pnrsuantto the Contribution Agreement and

subject to the eonupteiksiu of dcl lmthrq linuted liability company agreement to be

entered into at the closing Ctlgroup and Morgan Stanley have agreed to contribute

certalu assets and busic sertôMSS.Bthe With ecth

eceptaons the Citigreup Contributed flusmesses the SB Channel include Citigroup

retail brokerage and futures business operating under the name Smith Barney in the

United States and Australiaand tinder the name 4Qudter in the United Kingdom Ireland

and the Channel Islands With certain exceptmns the Morgan Stanley Contributed

Businesses the frQpand collectively with the $13 ChannI the Qhnnnl
include Morgm Stanleys Global Wealth Management business and 4ts private wealth

managemen ..t busine5$Ton aWortdwidebasis Jn.theUnited.Starethe.Citlgroup

Contributed Busincssesare conducted principally within CitigrimpQiabal Markets In
CGMF Citigroup subsidiaty and the Morgan StatiIy Contributed Businesses are

conducted within Morgan Stanley Co Incorporated 1j Morgan Stanley

snbstthary The prunaiy business of MSSB will be retail brokerage and private wealth

management Although MSSB through the MS Channel as defined in the paragraph

above will engage ma limited amountof Section i3àflgible prineipal.trading such

fljjj

Cottidtiai Tiaimeii ust4i MSSII MGr5an dtv and Citigrup 0116

A/Th1125250t
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tradlægxptedt1.üitly for thejwpose of facititating toites and iaóxpectd

to repeesent relatweiy small pothon of its overall acti ities The institutional bumesses

of MS andLCGM1 such as underwriting advising on mergrs and aeqitions.and
institutional and

prnprietaty trading and underwriting will remain in MS and COMI and

are not being contributed to MSSB

It is the intcotlon of Citigruup and Morgan Stanley that following the closing of

the transaction the Contributed Businesses currently conducted by COMI and MS in the

United States will be conducted by MSSB in substantially the same fashion with certain

limited modifications The closing of the transaction is expected to occur as of May 31

2O081beJgjandJune
MSBs bushss wilt be camed ut by approxiniatey 2QRO

flnsneial advisors in the United States whose registrations wifl be transferred to MSSB
For Legal tayQite..daeto..the sze.a d.conLp1cxity of the corn entity MSSB
mtend to make few dianges as possible to legacy organizational operational and

supervisory structures as they eurrentty eist in CGMI and MS Moit sgnificant1y tot

certain period linre.The U.S.ctistoitlers the SB Channel wiWcontinue to have their

trailsactions cleaied thrOuh and have their custo mer ecounts custodiud and carried by
CUML and customers of the MS Channel will continue have their transactions

cleared through and have their customer accounts ciistodied and carried by MS As part

of this deatingftinction the services tO beprOvided by MSandCGMlwillinchk

cleanug and sUing securities transactions providing trade confirniations and customer

statementsand pedorrning certain cashiermg functions custedy servwes and related

5ervieeS nuniber of 1%metion including regulalul eornphane and inipervrsoiy areas

will be coordinated and aligned and others will be centralized purauanrtournbrella

programs and pobcies that will overlay the legacy programs and polices of the tii
Channels Over time and following the parties applicable Relief Periods it is expected

thatihe twoChannets will gnto one operation and that ultimately MSSB
will ecoite.fullyselfclearinaüd custod and carry its own cut accounts

At th close of the transaction through vanous subsidiaries Morgan Stanley will

owa51% otHoidings and Citigrnupwiflown49%ofHoJdings As noted abvethe
Contributed Businesses aU include certain additnal non-U affiliates of Morgan

The MS Channel en p1oys afullthne fixed income 13 trading business collectivelythD Thi Desk niaiutains.poprictittj inventory fordllenttrade.fàcilitatkin and

lbrproprietarytriidingpuroses

Cönf4tn1iTit nntly
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taiileyaiid Citigroup all of whose boldinga in SECregistered uiities will nóed be

taknfltaCcountThrnotofiiigand repo gpurposs

.Jkiidhigs will he maiged Iby board of tr5 consisting of fOur Morgan
Stanley designec.two .Citigrotdesigneesandthe..senior.ntot operating executive.of

Holdings subjeet to certain requirements Board decisions will be made or delegated to

Ho1chngs management by majoniy votes providd that each of Morgan StanIe and

Citigroup will have veto rights.with respect tóeitain ntte

Morgan Staxiley will be provided with certain zall dghts exercisable followrng

thethird fourth and fifth aneiversar1es of the elosln8 or upon change in ontrot of

Cttgroup which uftunately may ghe Morgan Stanley full control of Holdings Citigroup

will be provided certain put rights eercisaWe upon change in control of Morgan
Stanley or under certain cIrcumstances following the txth anniversary of the closing
Both Morgan Stanley and Cthgrottp will be subject to certain restrictions on transfers of

intcrets in Hddrns and on operatmg acqwrang or holding entities that engage in certain

restricted businesses Bach will have cutnmary registiation rights from the earlier of an

IPO andthe sixth anniversary closing

and followbugtheclosingMSSB SViII Work to..interatethO information

tephnoby flsystems for both Chaunel Due tote massive scale of the joint

venture however creating an integrated IT system from the COMI and MS leacyl1

ystetus will require extensiveebasiges.toinulfiple systems coyeiing rangeofbosiriess

uses and multiple client co1nmunieations and for some timo there wilt be both product
data and ym.disOæa

UI lflinaement and Strucair öfMSSI

A. .ManqgcniofMSSE.ifLeguID4yorie

As of Legal Day One the .MSB etecu nuanagcmeia team expected to be
in place Most niCinbers of the MSSB executive management team will he employed full

time by and will provide all of their professional services to MSSI3 Rowever in sonic

uistances cettain iuember cif the team will have additional responsibihtiei at their

respective legacy employers at least through the transition period James Gorinan the

Cbafrman and CEO of MSSB will continuº..to be an óutive.ofMorga Stanley

Likewise certain other members of MSSE rnanagemenL will retain

responsibilnies at Morgan Stanley in admuustratwe functions including operationS IT
human resources and legal However it is not Currently anticipated thaL any of these

people will be involved in dIrecting effecting or recomniendtng transactions in securities

or voting securieie on behalf of MSSB or its customers There will be other MSSB
people whomay have ongoing responibilitjes at Morgaa.Stanley and/or who will

ConfdliTiniesRu yM i1inv ydfl4Cii5nflp .ç
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involved in directing the voting and investment of sàcurities.t MSSB IHoweer in light

of the
protections to be implemented See Informaiwn Barriers be1Qw MSSI3 and

Morgan Staniçy will not share inlbrmatton about their respective cuStomers trading or

their proprietary trading exce$ as necessary to indicate the existence of inventory or to

f4cilltate an MSSB trad In adchtion in order to satisfy various Financial Industry

Regulatory Authority requirements tegarding review of research distributed and

nutrketing materials created by MSSI3 there may be knitted riumber enipkyees of

the Citigroup and Morgan Stanley affiliated broker-dealers who will be dually-registered

with M5513 for certain period Despite the overlapping responsibilities cf these

individuals during the parues ppIicabIe IetiefPenods based on the separate nature

of the two Channels it the two Chamels independent processes frmaking voting and

investment decistons as described further below and certain protections that

Morgan Statilcyand Citigroup will implement as dcsiibed further belowvoting and

investment deciskms.in thet Channels will be ciinslsten with the.proposal for

monitorintd.reportingdnring.tbeparfies applicable Relief Periods

Inftbsio Date if .t and Other

As
d.furtlierherehithe.integrati 6n oftheITsytenta very exLensive

and difficult undertaking that will take months to complete Likewise integrating the

two Channels einployees facilities and ether systems will be challenging PhsicaJ

space will be ntgtated after Legal Day One only as leases e1freaUd.the business

rationale favors combining fitcilitmes Systems other than the IT systems will be

integrated only as necessary to appropriately account fr MSSBs operations ixecutive

management of MSSB will share space in Westchester County New York as of Legal

Day One lowever gcnerally employees will continue to work in the offices in which

they currently work and on the systems on which they currently work The
integration

process wilL gradual an4will take 1.2-24 months to plete Wihfew exceptions
until the end qf the Relief Periods for both parties the two Channels will continue to

peratc independently..

Jtingani.1nveshnent DecLsions 445513 Dwng.JhefPerkds

lnve ant Dicret ion wth the MS Channel

Within the MS Channel the methodology for voting and investment decisions is

Iowa

For ctmrneraccounsoverwhich.the MS
authoruy MS Channel representatives make independent investment

decisions for omeraccounts over which.thcy have been grante4

diretionaty atthoriiy by the customer rhese decisions are made

rndependenty by the
representatives themselves and are not coordinated

among the tepreseatatfvcs M$Cliannal represetit esdo not niake
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voting decisions with respect to discretionary customer accounts

Rather the MS Channel transfers discretionary voting apthority to third-

party proxy advisoiyffrms g.RiskMouics which vote the securities

based ih their own ioting recdthtntndatiOns hi rare ins thees an MS
Channel voting committee may.overrid.e the.proxyadvisoiy finn witing

recommendation or make the voting decision when the proxy advisory

firm has no recommendation ThIis same process applies to non-

discretionary customer accounts wherete customer reqiets That theMS

ChanneL as client service matter voteproxies on behalf of the

customer

For MS channel
third-party nanageciàccairntprogramsThe MS

Channel is not gm diseretioniwy authority over third-party managed

accounts either with
respect to investment decisions or voting Rather

MS Channel customCrs graitt voting and investmentdiseretion tp.the

third-piirty manager of theacçount 4ccprdiigly the ihird-party manager

makesvoting.aad itirestment decisions for the customers in these

managed accounts

Voting and the SB Chanrij

Within the SB Channel the methodology for voting and investment decisions is similar

For customer accounts over which the SB Channel has discretion arr

authority The SB Channel hi personnel.who develojm sector alloóÆtion

targets which are then shared with individual financial advisors or are

incorporatejlinto.investnient advisory iccounts For most.dseretkmary

aecountsthefdiancial advisors make investment decisions guided by the

recommendations of
Citigroup research For investment advisory

programs bicb include asset tdlôeation.fuatures the fancial advisors

asalsi clients in choosing an asset allocation model which comprised of

mutual funds exchange-traded funds florseparatety managed

accounts managed by third party manager in some cases the

financial advisors may chpoe such mutual funds ETFs or separately

managed accounts The SB Channel gierally makes votingdecisiona

for customers acconding to the recommendations .of.third..party proxy

advisory fkniseg RJskMetrics In relatively siflall number of cases

wheresuth firms have conflicts or otherwise are unable to provide

recomendations vothg decisions ame made by committee of

emplayes theSB Channel

For Smith Barney thLrdp arty manaedaixountprogramxThe SB

Channel delegates the discretionary authority that it is gnmted by the

Contidernl TreatmentRequeted by MSS Mrgn Stanley andCitigoup OQIO
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cuathiners.to.thfrd-party ma hôinkôthig and investment

4io$hustomersin these managd..accowth

As is evident the two Channels have their own separate processes f4or making

voting and investnientdecisións .and where theirown
repr entative are actually

exercising discrtionaty authority thes..decisious arcbased.on independent fàtors

These
processes will generally stay in place through the parties applicable Relief Periods

and combined with the other ftct set forth in this letter minimize concerns regarding

the sharing of ii fliuitiofliffrd cootdintedinvettmMrt and vOtiig decisions While

employees of each Channel at the senior 1eeIs miy interact from tune to tnne
.instInent 0t oiire pet .dŁ an4 4j be coo 4inàtekatthis level

IrIzitkrn Barrieis

CoinmenchigatLegI Day One MSSBMorgitn Stanley and Citiroupill
inaintam rntorination barriers to protect their respective customer tradmg infonnation

.Morgan.Statileyand Citigmup will not share information about thei utotners trading

with MSSB nor will they share with MSSI3 information about their proprietar.Itràdiæg

except as necessary to indicate the existence of mentory or to facilitate an MSSB
trade MSSL3 will not share information with Morgan Stank or Citigroup about it

trading extepr as neceasaty tO.execute attad through MS X3J Morgan Stanley

and Citigroup
will not share infonnation about their pending investment banking or

mergers and acquisitions transactions witliM$SB except to the extent MSSB
participating with one or both firma itt distribution of securities ot as necessary to

enforcstatuttny tradhgtestrktions suóhls the tendeiöftTer rules Although

MSSI3 will not manitina formal information barriers between the Mg Channel and the SB

Channel we note thdt tring the parties applicable Relief Perapd registered

representatives in the 513 Channel will not have computer systents access to customer

positions and trading information in the MS Channel and regixed representatIves in

the MS Channel will not have computer systems access to customer positions and trading

information in the S1 Channel During the
parties applicable Relief Periods customer

trades in.theMS.Chawielwillbeelearedthrough and custodiedatMS and sterner

trades in the SB Channel will be cleared through and custodiedat CJMI As result

Morgait StanIey and Citigmp believe thatit is unlikely that registered representatives

and customers in the two separate Channels will have any practical ability to coordinate

trading of securities

In addition to the mforniatmon barriers described above for variety of legal and

compliance reasons Citigroup will implement information barners between it and MSSI3
on Legal Day Onudesigned to permit the positions and activities of MSSB al Citigroup

not to be attributed to one another for the purposes of Sections 13 and 16 and Rule 14e-5

in accordance with the thsaggregation Guidance However even though Caigroup will

have these information barriers in
place on Legal Day One atieCitigroupiil not

Lu cd nqustcd iy MSS13MoraStan i14Citgroup OQl1
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have completed itsiT integraiidn.effôrts it will not be in position to ITIC beneficial

ownership and similar reports on L.gal Day One that disaggregate MSSB

1V Temporary Proposal forLea1 DayOne for Monitorini aæd.Reprtin2

Boldins in SEReistercd Secwites Under Sectins 13aud 16 and on

Form Sil and Intentions for Such MØnitoring and Reporting. For the Post

RliefPeriads

Propoi1 for Ternporaiy Relief

DuringThe aplicab1e Relief Pçrk4 the Morgan Stanley Parties and.flie

Citigroup Parties applicable Wi continue thew respective current position niomtonng

nd reporting Iudiæg.of4benefieial Ownetship and of securities over which they have

investmCnt dcretionolicie procedures and practices Each of the Morgan Stanley

Parties and the CItigrou Parties will aggregate the securities managed and/or

.heiieficiall owned bi the portion of MSSB that was contributed by such py
the Morgan StÆniey.Parties will inchidei.n tbªit monitoring and reporting the MS
Channel and..lhe Citigroup Parties will include in their monitoring and reporting theS13

ChanneL The MS Channel is currently monitored and reported on an aggregated basis

withMS and the SB Channel is currently monitored and reported on an aggEegated basis

with Citigroup There are dedicated .groups for each parent charged with inonitonug and

reporting its posItions and these groups will continue to do such momtormg and reporting

parents respective Channel during such partys applicable Relief Perlixi

During the paities aplicable RºlicfPetidds .MSSBwill not report separately

securities beneficially owned by it

hi the event that either the Morgan Stanley Parties or the Clllgroup Partis.are

required file any reports during theirapplicable Relief Period on Schedule 130 or

Schedule 130 or under Section 16 the relean Parties iU dd footnote disclosure

disclosing their relationship with MSSB In additiondurIng their applicable Relief

Periods once either
the.Morgan.Stanley Parties or the Citigroup Parties determine that

reportable threshold has been .excóeded by such parties and their tspecthe Channel such

parties Will includhi5uh footnote disclosure the portion of tbc holdings that is

attributable to MSSB Uy way of examplc if the Citigroup Parties were to Ilk

We..note that while this information can be determined manuallyby each party with

respect to an individual security for which reporting
threshold has been exceeded and

filing isbeing made neither party currently has the ability to monitor ott an ongoing and

Footnote Continued on Next Page

Ciid0aITreaimentReqcitedby MSSB Morgan Stanley itndCitigrnup 0012
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Sche4de 1.36 to Texrt the betieficial ownership.of asecurity wbich ôæa aggrgated
hams with the 513 Channel exceeds reportable tbreshol4 they would Wtclnde fOotnote

disclosure rndicatrng that Citigroup owns 49% of MSSI3 and that the portion of the

secuybenefleially owndbyMSsais the issuer itstanding seiitles

toF13FandSE the es pposethateaeh ófhŁ
Morgan stanley Parties and the Citigroup Parties will cor$Jxrue their respective reporting

wthespeet trseeur sor.hiththey hae.iretnienichThey
have reportable short position or have engaged in reportable abort sale and

accordingly will aggrgate with and include in their reports the securities and

transactions mu their respective Channel The pamtie wit include legends in such reportscoijinthose described in Part LB above

.1 MIef Periods

Given theirdifferent1Tsystems and rpetive levels.of ownerabip in.MSSB

Morgan Stanley and Citigroup have different tmnietablefor resolving their respective IT

thallenges in order to be in position to aggregate with MSS13 and eventually

disaggregate MSSB in accordance with the Disaggregarion Guidanee Morgan Stauie

maybe able to ctntiplerely aggregate its pesid tho1itthhtthdep yti with

MSSI3 on Legal Day One but In any event expects to be able to do no later than

September 3Q 2009 and will disaggregate MSSB in accordance with the Thsaggregation
Guidance at some point to be determined after that date Citigroup expects to be able 10

completely aggregate and disaggregate in accordance with the Thsaggregatmon Owdance
its

position.rnooitoring and reporting ytem MS1 bySeptiber.3ti20

Footnote continued from Previous Page

daily basis the securities held by the portion of MSSJ3 contributed by the other party in

order to determine whether retorting threshold has been reached on an aggregated
basis See JTChalkiiges in PartVbólow

The parties rceognize.thatFon SWwas adopted pursuant to teniporaly rule settô

cxpir on August 2009 and expect to fbllow similar approach with respect to any

successor rule and/or form

With.respectto this anticipatedtiming Morgan $tanley iscu .mt1y receiving adall test

feed from Citigroup which reports positions in securitIes withrtt th J3 Channel Morgan
Staflleyisiflthe..proessofadaptiflg itS IT sys $O.tea feed dtogregat

Footnote Continuedon Next .Page

andCitigrap-OO13
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Accordingly the parties request that the Staff grant temporaiy relief to alEo ach of the

Morgan Stanley Parties the Citigmup Parties and MSSI3 to report positions on the basis

dcscribd above in Proposal for Temporwy Rehefdurrng the applicable Relief Period

Either MorganStaiiley orCidgtoupmay be in posi tion to begin reporting ona bsi
which no longer requires relief tarher than the other party in this case the party that is

able to begin teporting without relief eailier will infomi the Staff In wiithig.accordingly

Similarly when either partybeins diseggregating MSSB in accordance with the

Disaggregation Guidane which may be before or after the other party it will inform the

Staff in writing accordingly

Jntehibus for the.Pos1Relifpeiiods

Following theititegration of the MSSB data into the Morgan Staalçy and

Citigroup l.Tsystems the partie wilIhavetheability to complywith SectidPs 13 and 16

and Rule IOa-3 and to monitor and rbpoit their respective ownership positions

independently Thparties qpeetthiswiU oçtw no later than September 3.02009 Each

party Would report dseribed in Jjabove under Following the Relief Perioth.

As oiSptember 3Q 7Q9 Citigroup expects to disaggregate MSSBIin

aecrdance with the DisaggregationGuidance for purposes ofmoaitoritgand reporting

ineerests At future date to be determined Morgan Stanley expects to disaggregate

MSSI3 in accordance with th DIisaggregation Guidance for puposes of tæonitori.ugand

zeportmg interests These structures will ensure that MSSI3 operating as separate

entit from an investment perspetie and is making independent investment voting

disposition and cther ownership decisions At tli thne these inibrniation barriers

pohces and procedures are fully 1mpIemented the IT capability will exist such that

accurate ancttimely monitori andepordng may be done for M$SBs owapositions

Rationale for ReouestedRelief

Footnote continued from Previous Page

position intbimatiOwwith its i.positkuiiüiformEtion and thatof the MS Channel

Citigroup is simrIarI receiving testfeed from Morgan Stanley whmth will enable it to

report postttons in securitts withm the MS ChanneL implementation of these feeds

is in
progress

and Wilt becornplcted by the of the parties applinableReliefPeriods

atwhich time the positions within the two Channels of MSSB will ithe be able tO be

combined Ian IT perspºeti

CtnfkkrtdaI TratmentRequetedby MSI Morgui $ndcy undCiiigrup 0014
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We believe the foilwing arguments support the request ftrieIief

on Agency Rather Than Principal TradIng

Because Citigroup is nor contributing principal trading business toMSSB and

Morgan Stanley is cotitributing just small principal trading btisiness the primary
business of MSSI3 will be retail brokerage and private wealth management and the

majority of poitiona are in eustorner accounts the majority of which are non
d.iscrctionazy Although.MSSB will engage in limitedamount of principal trading

eqiccted to be thr the purpose offitcilitatingeustomers suektrading is expected to

represent relatively small portion of its overall activities As result Morgan Stanle
and Citigroup etpect that on tts own MSSB vc ill rarely ifever reach reportable

thresho1dsfsecuritiesowæersftjp at the early Stages of the büsiris.

If the reqted relief is granted each of Morgan Stanley and Citigroup will

continue tO aggregate and include securities managed arnItOr beneficially owned by Its

respective Channel with securities it manages andfor beneficially oiis Accordingly

even though the ptoposed structiir may in part be inconsistent with the strict

requirements of Section 13 and Section 16 the proposal satisfies the regulatory rationale

behind these rqUirements The proposal will temporarily fulfill the regulaxOi objetivcs
for accurate information inthe..niarketptaee to the extent applicablethresholds may be

exceeded

13 FunersPuhhc Poiky Objec/iv

Absent th tŁiested reilef it is possible that the transaction will nOtbe able to

close until the IT systems are developed to permit aggregation and as apphcablc

disaggregation ofinformation required.to be disclosed Ilowever ce of the

swift and successful completion of the joint venttire in the current inarhet environment

cannot be und.ertiniated We believe that the monitoring and reporting.thallenges .fçedI

by the proposed joint venture are unique and possibly unprecedented WealsôbdIeV
that given the reasonable alternative reporting proposal contained in thl .Lettcr the

baIane of public interest.weigha in favor of granting the limited and tempoxary requested

teliet.wjd out whieh.the closingof the transaction would have to...delayed

Coa1dentlTreatmedequstad by MSSB Mnrgan Stanley and Citigre- QGIS
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irst the current finanei1 eriss.cresa specii4 aced fr urgency toIosthe

jOint venture.transactIon The transaction will .proVid certainty at tutiewhP investor

confusion rife and confidence is Custonier of the tt firma would ho provided

assurance of the future Structure of their securities firm when many are struggling with

fundamental questions of whom they can trust withtheir finances and turn to for advice.

cond the joint venture structure proposed by.Citigroup and Morgan Stanley is

unusual Most transaotlQns involving changes of ownership of broker dealer are simple

aequisdions not reqiiring the merger of two retail operations with ongoing arrangements

with two legacy flmi rhese nngout arrangements with the legacy firms create special

cmpliations in omplyiiig with Sections 13 and 16 end Rule lOa3T and others for

which we are seekmg separate reIief Moreover the tharmg of legacy finn ownership

data thai ia required tcperform this aggregation raiessignificant ongoing buaniess

onccs for the legacy 1rms businesses that are not contributed to MSSI3 particularly

for Citigroup which does not have management control over M$S13 Not only do these

unique momtoring and reporting challenges not arise most tranacttons as discussed

fuilhcr in thenext paragraph they also are more challenging in this transaction than the

j.jj1jcommonly raised

Third the scale of the joint venture is unusually large touching more than 10

inillioncustomer accounts and creating tccbnotogical challenges of nnnrense scope Foi

M8S11 Morgan Stanley and Citigroup to respond to the resulting diclôsure challenges

tby must make extensive changes to multiple system covering range monitoring

and business wies Given their scale tenlporaiy manual fbes to address these problems

atenot practicableand would net rsulvi aoeurateinfbrmation beiitgconsisteutiy

provided in timely manner to the public The scope of these systems changes is perhaps

unprecedented for.acombinatkm of retail operations

despite the significant cballenges.poscd by thescopeof these $terns

changes MSSB Morgan Stanley and Citigroup are committed to implementing the

changes in ttinely and comprehensive manner Thereforc the requested relief is to last

only irthe reIatne1y abort uterim period until such implementation tscomplete so that

ens ontrs and the tÆrkOtmnyre ivethebenefirofeerthintypravided by loain the

WSeeSECNOAofl Leuer- Her Màjes Gthenent- ExchàngeActSection .J3
.ijorthi datedDeaepthrr .iO 2OO8 which wa granted inpart basd qa.the United

Kingdom.govnmenIs response to The international financial criais..

II4CiUiI Rcqustetby MSSBiótganSniiey
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transactiortas soon as.possibk The quested relief wIll allow theparticstoclos the

transaction mon. quickh and is ppropnate and in the pubiti interest gn.en the .urrent

financial market turmoil

In view of the unusual struture of the joint vnture iransaction the scale the

jotat venture the massive resulting systems changes the urgent need to provide certainty

to QustonlerS and the turmoil in the financial markets we believe that it should be

possible for the StafF to provide relief in this situation without creatmg precedent that

may be usd by others where the exigent circumstances present here do ant exist

Moreover we bchee that the
provision of relief in this circumstance will benefit

inveStors and the public and will not be contraiyta the Comm issioifs investor protection

mandate

Caorcflnaiion ofGlob Regulatory Rglmes

Each of MoigunStnley and
Citigroup subject to disclosure of interest regimes

globally with each having as own requirements and standards for global monitoring and

reporting Accordingly rnouitoring.and reportiag on global level iilreqtiire an IT

system that will work effectively on global basis..and implementing thissyteni will

teke time

IT Chctllenges

From practical standpoint it may be diffIcult for Morgan Stanley and Cisigroup

to resolveIthe IT integration challenges prior to or immediately after closing the

transaction such t..iieyaticl MSSB may effectively monitor and report in any way on

Legal Day One otherthac.what.is proposed As noted above there will be significant

ork involved in integrating the MSSI3 data into two eompames IT systems and in the

meantime thete will be substantial product dataand system That sai4 the

two firms are making diligait efforts and have prQJea teams in place to achieve sufficient

IT integration as soon as practicable to be able to comply with disclosure reguhtions and

maintain th confidentiality of sen1tive ownerslup data without needing to implement

oneroits manual solutieits To date each of MS and Citigroup have exchanged data feeds

of their
reporting positions that will be contributed MSSE3 on Legal Day One and the

parties are working with these feeds as described in NOte abtwe However the parties

tpect the
integration issues for the IT systems that are relevant to position report tag to

be rcsolvedgradual1y cwera fewmonths with agoal ofcompiete.iategration by

September 302009 Each thetwo.finns has projcct.pian with..elearly defined IT

milestones and oals and which setsout the stes that have been tOken and the steps that

remain to be .takOn toward complete iætâiii

To the ecte0t that the systems are not integrated as necessary to facilitate

compliance by Legal Day One rnanual workoround would be the only possible

Cinlidential Trea1met Rcqied by MSSB Mga Siwiley and Citigroup QQ17
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reflg.sOhtio absent.ralit .HŁver the un cedóned.sak.ofMSSi3s brokei.ge

operatous makes such manual workarounds unpractical and any torm of manual

workarund in two very large orgaiuzations raises sigmant 3oneerris regarding the

btliyotdsxa andtbe ulting eouclusons.andepttthg and

imlementrng these manual workarouads would reqiure significant IT work and wouki

ultimately disaact and delay the finn respective IT groups as well as their compliance

personnel from their primary goal of IT integration and sthet eompliance with the ruks

in theneiti teæn

The fttowiogsre some of the IT issies.that must be rsoIved bfore The

successful integration of the MSSB data into the Morgan Stanley and Citigroup IT

systeths ftoithing.aiid disclosures urposes

jjentfkatinjsue For nnuiy seiur1t1e there ts no

esinnion internationaL security idÆififier This Is partienlarl tbeisdfor

structured products and denvatives where the linkage between the

derivative andanundeiiying listed .secarity may need tobemimually

established to ensure that.a firms aggregate position data is accurate

Morgan Stanleynud Citigroup use different methods of identitring these

securities in their respectne databases As result there wilt be

discrepiis.ifthepositkmdatis integrated prematurely To resolve

this issuea trans tion table must be efeated to e.IlininÆte the

discrepancies before the Contributed I3usinesses position data may be

eombrned The
process creating such hle and unappmg the relevant

data from grotips systems Morgan Stanleys and vice versa will

be timeeonsranddfficult

Data Model Thfferences Morgan Stanley and Cutigmup use dli etent

data models and .ultitnately capture their position data differently

iorgÆnStahlOyand Citigmu working.toethertdaopinton
data model in order to process the positionstogether EahIT system

colteetsdifferent information about customer aceommts and even where

they collect the same infonuation they may do so differentb

complicating efforts to deterinmne whieh data should be included in

reports and howit should be Jctdatedpartlar1ylIr purpose of

populating Schedules 3D/U Form FemtnSH

csftTtatisfeminIiDat Due to thesensKivityufthe.dat

Morgan Stanley and Citigroup must agree on secure way to transfer and

housross.firm itiforin ation toensure that coitfidentilil infórrnatioti

is not disclosed Although Morgan Stanley and Citigmup have dufibrent

toolsÆvailabJc todo this they must agree upon standards to be

iinp.lementcd onbthsides in order to begin automated ansmissionsin

.5hlrn naJtieamcnuedby SIafld Itigr
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secure manner This effort can take tune if one of the parties needs to

acquire and install new.tools lrtitWusupittherequirements.

Mnoted above tbe parties .epect these various tT.intettion iüs to be resolved

gradually over few months with goal of co in egration by September 30 2009

Temporay Solution

Ernally and most notably the proposal fr Legal Day One is onl nporiup

soli4lenprciposed in the interest of providing market tmnspareney under difficult

circumstances It as not permancutand is merey meanto brilgethe reporting gap until

the In cgition issues for the systeths that are relevant posttion repOitm arC

resolved With
respect tothe Morgan Stanley Partaes tins maybe by Legal Day Qne but

could extend until September30 2019 and with respect to the Citigroup Partks and

MSSI3 this is cqected to be by September 30 3009 Each of the Morgan Stanley

Partis the
Citigroup Parties and MSSB wilt monitor and report an compliance with the

rules as written as soon as su.ebparty.bas the independent to d.so or shortly

thereafter As noted above either Morgan Stanley or Citigroup may be in position to

begin repoitnig on basis winch does not require relief earlier than the other and earlier

than MSSB in this case the party that is able to begin reporting without relief earlier will

inform the Staff in writing acorthngly In addition1 when MSSR begins reporting on

septe.basis itwifl nlsoinfonn the Staff in dim totdlirgly

VL çoiciusinn

In conclusion MSSI3 the Morgan Stanley Patter and the Citagroup Parties

request thatihe Staffof the DivIsion of CorporationFinanceandthe Division

Investment Management confirm that they would ttot recommend to the Commission that

it take enforcement action against MSSB th Morgan Stanley Parties or the Catigroup

Parties under Section 13 and Section 16 and Rule l0a-3T if thçy teniporardy report

positions ttieba5isdecribed above

VIL Cthidiita1TreatæientRquÆti

As of the date of this letter the parties have not publicly disclosed certain

information contained herein including their expectations rcgardmg the ckiatng date of

the transaction Pblie availability of this infonnatinit couki bavC adverse consequences
for the parties For example an unexpected delay an the closing could be interpreted by

market participants as an itidication That there are material difficulties with the joint

venture when none an fact exist Accordingly notice of tins letter as also being sent to

the Office of Freedom of liifbnnahon and Privacy Act Operations of the Conunission

and we respetfuliy requesuhia the Comnussaon accord confidential treatment to this

requestandanywitten responsà from the Staff theretop.uruant to 17 C.F.R ..200l

5iMcCtthn tP
andCitiinup QQli
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until the earlier of.i thOClOskigDateand ii the date that i...l20daytfrofli.thedateof

the Stalls respgnse..tathiiktWr

Please contact.Laurie Cerveny BiaghamMcCixtchen liP at 61.7 9514527
iseha Travers of Davis Polk Wardwell at 650 752-2014 or the undersigned at the

above phone numbttodiscussÆnyqUestionso comments to this..lerter

Sincerel yyj

JOhn
itlJ.tzschneidCr

cc Michelle Oroschaceff Morgan Stanley

Anne Cooney Morgan Stanley

RoseAnneRichter Morgan Stanley

Dennift.e Thillard Morgan Stanley

Joyce Krantet Morgan StaSy
Michelle Wilke Morgan Stanley

Neal Sullivan l3inghatn MtCutchen LLP

.Amyxttnq3i..M.wlin LU
hardy CeUcott thnghani MeCutehen LU
Laurie Ceneny Braghani McCutthen LLP
KayxtPk.CIpoup.æcJ
All KarthSICitigtOup It
Lanny Schwartz Davt Polk Wardwell

Miseha Travers.Oavis pIk 8cWardweu

Confnlcnfl$neniReqtsiS WMSSi3 Mprai$anky.antCitotrOG2O

3nrSMcCutchc LLP A1730282$L13


